
rier ma~vide for vira.W collocati~ ~ the local ~rh'Uft
carrier ~tes to the State comm 'Q1on that phyaical col
location is not practical for technical reasons or becauae of
.~ limitations.
(d) 1MP1.EM!:NTATJON.-

(1) IN GENEJW,..-Wlthin 6 montha after the date of enact
ment of the TelecommunicatioDA AI:.t of 1996, the Commi••ion
sball complete all actiODI nec:euary to establish regulations to
implement the requirements of thilleCtion.

(2) AcCESS ST.A.NDA'tDS.-m cletermininr what network e1e
menu should be made available for purpoees of subaection
(eX3), the CommiuiOl1 ahal1 CODaider. at a minimum, wheth
er-

(Al .cceu to IUCh network elements u are proprietary
in D&tUre is D.......ry; aDd

(B) the failure to~ Ieee•• to IUCh Detwork ele
ments would impair ttie abilitJ of the te1ec:ommunicatiODI
carrier .MODI .ccea. to pnmde the aerricea that it IMka
to offer.
(3) PlzsEHvATJON OF STATE.ACC'3i ItEGtJLATJONS.-In pre

ac:ribiDI and eDfcm:izJ.I ~tiODI to implement the require
mentl Of this MCtiOl1., the Commjuicm IlWl DOt preclude the
eDforcezneDt of aDY NfUlaticm. order. or policy of a State cam
mjqiOD tbat-

(A) .....Ni.bM &cell. aDd imen:mmec:ticm obliptiona
or 1Dca1 "Chlnp canien;

(B) is CODIimeIlt with the nquirements of this aectioD:
and

ee) cloes nat IUbltmtiaDy Pi.tent implementation or
the requirements or this IeCtiaD aDd the purpoMI or thia

ee)~G ADIIINISTltATJON.-
(1) Co""'SStON AtmlOJUTY AND JUJUSDICTJON.-The Com

miqion IhaIl create or dee;p.ate ODe or more impartial entitie.
to .dminjner telec:ommUDicatiODl num.beriD£ aDd to make
such numbers aftilable em an equitable buia. The Commiuion
ahal1 haft acluaift~~ tboR portiODl of the
North AmericanN~ P1aD that pertain to the United
StItes. No~ in tbiI parqraph Iba1l preclude the Commii
IliaD from de1eptiDr to State cmnmiuioDi or other entitie. all
or ., pl!Iticm of auCb juNdic:ticm

(2) CosTs.-Tbe CIMIt or .-ab1i 'biDI te1ecommunicaticma
~~0I1 arru.pmeDti and number port
ability IhA1l be bome by all teJ.commUDicauona Clniers on a
c:am~y neutral bam u determiDed by the Commission.
(f) ONS. SUSP!:NslONS. ANI) MOJ)U1CATlONS.-

(1) EnvpnON POR ClZrADI atJBAL TELEPHONE COMPA
ND:S.-'

CA) EnvPnoN.-SubMd1oD (c) 01 thia leCtion Iba1l
DOt apply to a rural te1ephaDe company until (i) IUCh com
pany l:iU rec:em.d a bema tw.~ for interamDectiem.
8C"ricea, or network elemellta, uicl (ti) the State commia
a:ioD cletermiDel (UDder aubparqrapb CB» that auch re
quest it not unduly eamoJiW:lJly -burdm.ome. is tech-



meally feasible, and is consistent with section 254 (other
than .ubsect.ioDJ (b)(7) anc (cX1XD> thereof).

(B) STATE 1'ERMINATION Of' E'X'EMPTION AND IMPI..EMEN
'rATION SCHEDULE.-The party mekinr a bona fide request
'of a rural telephone c:::uany for interconnection. aemees.
.or network elements submit a DOUce of ita request to
the State commission. The State ccmmiuion shall conduct
an inquiry for the PU!"pOM of determ.iz1inJ whether to ter
minate the exemption under subparqraph (Al. Within 120
day. after the State comm j 'li011 recei'ftl notice of the re
quest. the State commiuion man terminafA' the exemption
if the ~uest is DOt UDduly ecDaomica1ly~ is
teelmically reuibie. azul is CODaiateDt with MCtion 2M
(other tlW1IUb1ectioDl <bX7) aDd (cX1XD) thenon. Upon
termiD&tion of the exemption. a State commjuiQD aball es
tablish aD implementation lCbedule far c:ompUence with
the request that is CDD.Iiatent in time and manner with
Comm;uion ftIUlationa.

ee) LDm'ATJON ON E!EM'P'l'JON.-Tbe aemption pr0
vided by thia parqraph ahall not apply with I'eI'J*t to •
request UDder 1UbMcti011 (e) !rom a clIh1e operator prcmd
inc video pI'OI!"'mmin" aDd .MId"1 to proemde any tele
c:ommUDicatioDl -mee. in the area in which the rural
telephone company pz'O\"iciea video PfOlftmminr. Tbe limi·
tation CODtaiwld in thiI 8Ubpuqraph Ihal1 DOt apply to a
rural telephone compaDy that ia-~ ws.o propam.
miDI on the eWe of certznat or the TelecommUDicaticma
AI:t of 1996.
(2) SUsPENsIONS AND MODIFICATIONS POll JtlJBAL CAll·

JUEItS.-A local gcbanp carrier with fewer than 2 percent of
the Nation'. aubKriber tiDes m.talled m the ..t.te uticm··
wide may petition a State commiuion for a aupensiem or
modification of the application of a requirement or~
menta or aublec:tion (b) or (c) to weDhone aeban.. Mr"rice fa·
ciliti. specified in IUCh petitioD. The State commiuion aball
erant IUCh petition to the eztent that, aDd for aueb duration
u. the State commiuicm~ that such aupenaion or
modification-

(A) is neces.ary-
(i) to awid a aipificazlt adftne eamomie impact

aD UMrI or telecammUDicatioDa .mea pDer&lly;
. .(i1) to .~ impcwjnl a requirement that ill un-

ciuly -=mDica11y bumtmOlDe; or
(iii) to aftid impoeinl a requirement that iI tech

Dica1ly infeasible; aDd
(B) ia CDDIIi.aent with the public interelt, CIID~ence.

aDd Me Imt7.
The State mmmiuiOll Iba1l act upall my 1Wti1:ioD 61ecl UDder
thia paracrallh witbizl 180 .,. aft8r ncer., IUCh pet#icm.
PeDdjn, Iw:h Ktian, the State commjpjon may~ en·
forcellW1lt of the requiremat ar requirement. to which the pe
tition appu. with r.pect to the petitioniDI carrier or carriera.
(.) CON'I'INUKD ENPOJtCDI'BN'l' OF ExcHANcm .A.oczs8 AND

~NNECTlON bqumDlDlTS.-QIl azul aft8r the date ,. enact-





communications carrier or carriers without reprd to the
standards set forth in subsections (b) and (c) of section 251.
The agreement shall include a detailed schedule of itemized
eharies for interconnection and each service or. netw~rk ele
ment included in the agreement. The qreement, mcluding any
interconnection agreement negotiated before the date of enact
ment of the Telecommunications Act of 1996. shall be submit
ted to the State commission under subsection (e) of this sec
tion.

(2) MEDlATION.-Any party nqotiatiD&' an qreement
under this section may, at aDy point in the nqotiation, uk a
State commj'sion to participate in the neptiation and to medi
ate any cWferences arisinI in the coune of the negotiation.
(b) AGKEEMENTS AJwVED AT THRoUGH CoMPULSORY AJulITRA

nON.-
Cl} AulTJtATION.-~ the period from the 135th to the

160th day (inclusive) after the date on which an incumbent
local aeMn,. carrier receives a request for negotiation under
this MCtion, the carrier or aDy other party to the nerotiation
may petition a State commiuion to arbitrate any open wues.

(2) DtrrY OF PEllf10NEJL-
CA) A party that petiticn:w a State commission under

parqraph (1) shall, at the sam~ time u it submits the pe
tition, provide the State c:gmmjuicm all relevant docu
mentation concerniDI-

(i) the UDJ"e801ved iuues; .
(ll) the poIition or eaeh or the parties with respect

to thole iuues; and
Ciii} aDy other i.aue diIcu.ued and 1'eI01Yed by the

parties.
(B) A party petitioDiDl a State commiuion under

parqraph (1) aha1l provide a copy of the petition and any
documentation to the other party or parties not later than
the day on which the State commiuion receives the peti-
tion. .
C3} QPPORrUNrrY TO RESPOND.-A non-petiticm.iDI party to

a neptiaticm under this 1eCti0D. may respond to the other par
tY. petition and provide such additional information u it
wishes within 25 ciays after the State commiuion receives the
petition.

(4) AcnON BY STATE CONMlSStON.-
CA) The State commiuion aha11 limit its ccmaideration

01 aDy petition under parqraph C1) (and any responae
thereto) to the iuues Nt forth in the petition and in the
I"elpoDIe. if aDY, filed under parqraph C3}.

~) The- State commiuioD may require the petitioning
party aDd the respcmdiDc party to pnmcie aueh informa
tion u may be necellary for the State commiuion to reach
a clec:iaion on the UDreIOlved iuues. If' aDy party refu8a or
faDa ~nably to rapcmd on a timely buia to any rea
acmable request from the State armmjuion. then the State
c:ommiuicm may proceecl aD the buia of the best informa
tion available to it from wba~ IOUI'CI derived.



(C) The State commission abal1 resolve each issue aet
forth in the petition aDd the rapoue. if any. by imposing
appropriate CODd.iticm.l u required to implement sW>:.
section (c) upon the puti. to the qreement. and shall
conclude the resoluticm of uy UDraOlved issues not later
than 9 months after the date 011 which the local uc:bange
carrier received the request UDder this leCtion.
(5) REFuSAL TO NKGOTIA'l'E.-Tbe refusal of any other

pany to the ·nerotiatioD to puticipate further in the nerotia.
tiODS. to cooperate with the State c:ommjuion ill c:arryi.Dg out
its function u an ubitr'UGr. or to COIltiDue to neptiate in Iood
faith in ~fraeDce.or with the U8iataDce. of the State com·
miuioll be couiciered • failure to IUIptiate ill pod faith.
(e) S'rANDAlU)S roll Aumt4TlON.--ID ftIGhiDc by arbitration

under subJeCtion (b) any opeD ... aDd.~~ditiolll upon
the parties to the qreemeDt, • State ownmjUiOll shall-

(1) maure that aw:h~ aDd c:aDditicma meet the re
quirementl of MCtiaa 251, DacludiDc tile nplatioD.l pruc:ribed
by the Commjeajcm pumwlt to ..-tina. 251;

(2) utahlilh UlJ ru. Car~ Mrrices, Of net·
work e1ementl~ to sablllctian (cD; ad

(3) prcmcie • 'CbeGule for implementation of the termI and
canditicma by the puties to the qNIIDeDt
Cd) PRICING STANDAP"S -

(1) 1NTDcONNZcrJON AND hEX.OK 1'na:NT CHARGES.
DetermiDatiaDa by • State emmrinjm or the ju.It mel reason·
able rate for tbe iD_ qarw::tiaa ot f'adJia. aDd equipment for
purpoIeS of nbNctina. (eX2) tII..c:a. 251. aDd the jut and
rel'OD.ble rate far DiiINol'k .......P for~•• of sub-
MCticm (eX3) of ncb erti__ .

CA) Iba11 be-
(i) bued .. the CDR (cIet.ermiDK without ref·

ereDce to • rat.e-al'-letanI ... atber rate-baled proceed
iDe) of~':f the iDten:naDeCtion Of Detwork ele-
mat (. ia appUcable). ad

(ii) DODcti"Crimjnetory. ad
(B) may iDclude • r-...,eble profit.

C2} CHAItGEs PO. ftANSPORl' AND 'l'DIGNATJON Of' TBAF·"C.-
CA) 1H GENDAL.-Far the pmpa•• of compliance by

aD incumbent local czrhenll carTier with MCticm 251(bXS).
a .State c::ommiHina. I.baJl DDt c.udder the terma and candi
aOlLl for nciproc:al ClDIDpenutiaa to be j1Ut aDd reuonable
unl••

(I) 8UCb __ ad caad.ftion. pnmde for the mu
tual aDd r:tClal NCiHW1 by each carrier of COItI
.·lOdated . tM tnnqart ad tcmiDatioD em each
carrier'. bltwwok r.ciJitiM 01 calla that oriliDate OIl
the _twm facOftieI til the ather c:arrier: aDd

(ii) 8uch __ aDd caaditiona determiDe IUCh
COItI OIl tIIe·buis at. rNenneble apPI'A imation of the
aclditioDal .-ta or tmnjDetinc ncb Calla.
(B) RULD OF CON8'l'IIUCI'JON.-Thia parqraph Iha11

DOt be c:ouuued-



(i) to preclude a.rran,ements that doni the mu
tual recovery of costs thraueh the offsetting of recip
rocal obliptioDS. including t.rranIements that waive
mutual recovery (such u bill-and.keep arrangements);
or

(ll) to autharize the Commillion or any State com
mission to engap in any rate regulation proceeding to
establish with partic:ularity the additional COSts of
transporting or termiDatiul calls. or to require ear
riers to maintain records with respect to the addi·
tional coati of IUCb ca11I.

(3) WHOT ESALE PRICES roa m ECOMMt1NICATJONS SERV·
ICES.-For the purpoHI of MCtion 251CcX4>. a State commis
sion shall determine whDleaale rata all the buia of reWl rates
charred to IUbKribera for the te1ecommUAicatiol1l service re
quested, ezcluciiD2 the portion thereof attributable to any mar·
ketiDc, billiq. co1lectiOn. and other coati that will be avoided
by the local acheD" camer.
Ce) APPROVAL BY STATE COMMJSSION.-

(1) APPRoVAL JtEQtJDIED.-Any intercoDDection qreement
adopted by l1eaotiation or arbitratiOI1 IhaU be submitted for ap
p1'OVa1 to the State commiAiQD. A State c:ommj·,ion to which
an qreement ia aubmitted Iba1l appron or reject the agree
ment. with written findinp u to &11~deAcienciea.

(2) GltOUNDS Foa ~ON.-TheState c:ommi'lion may
only reject- . .

CA) an qreement Cor &I1Y portion thereof) adopted by
nqotiatiOI1 under IUbMctioI1 Ca) if it fiDcia that-

(i) the qreement Cor portion thereof) diacrimi·
Dates apinIt a te1ecommUDicatioDa carrier DOt a party
to the qrMmeDt; or

- (ii) the implementation of such qreement or por·
tion ia DDt consistent with the public interest, conven
ience, and neceuity; or
(B) an qreement (or any portion thereof) adopted by

arbitration UDder aubMCtioD CD) if it finds that the qree
mat does DDt meet the nquirementl of MCtion 251, in
clucliDc the recu1ations prac:ribecl by the Commiuion pur·
suant to section 251, or the ~da.rda tet forth in sub
MCtio.D (d) of this aectiaD.
(3) PlEsERvATJON OF A1JTHOJUTY.-Notwithst-andin. para:::r (2), but aubject to action 253, notbinI in this MCtion
1 prohibit a State commi..iO!\ from establi,bin. or enfore·

me other ~entl of State law in ita rmew 0{ &11 qree
mmt. iDcludiDI requiri.DI compliuce with intrastate tele
coamnmicationa aenice quality ItaDclarda or requirements.

(4) scamtJLE FOR DECISION.-If the State corami uiol1 does
.DOt act to.~ or reject the qnezzumt within 90 days after
mbmi,lioll by the parties of an qnezzumt adopted by DeIOtia
tioD UDder subHction Ca), or within 30 ciays after lUbmiuion
by the parties of an qlM1IleIlt adopted by arbitration under
IUbaection (b), the qrHIIlClt aball be cleemed appl"O"d. No
State court ahall haw jurildiction to rwriew the action of a



State COmmlSSlOU in appro,iDc or rejec:ting an agreement
under this .ection.

(5) COMMISSION TO ACT IF STATE WILL Hal' ACT.-I! a State
commission fails to act to cany out its responsibility under this
section in myp~ or other matter under this section.
then the Commisaion issue m order preempting the State
commission's jurisdiction of that proc:eeci.inc or matter within
90 days after heiDI notified (or takinr notice) of such failure.
and shall auume the respoasibi1ity of the State commission
under this section with~ to tbe snOCHClinl or matter and
act for the State commjgjcm. .

(6) REvIEw 01' STATE COMMJSSION ACTJONS.-In a cue in
which a State faila to ut u deIcribecl ill parqraph (5). the

. proceedinr by the Commiuian UDder mch parqraph md my
judicial review of the CommjMiCIQ'. actiGDI aball be the uclu
live remedies for a SCate Cll""mjgjQD'. failure to act. In my
cue in which a State awnmjesicm m-k. a determination
under this aectioJ:I., UJy puty~ by mch determination
may briDI an aetioD ill all appiuptWe Federal district court to
determine whether the acrMID8Dt or statement meets the re-

o enta of IeCtioD 251 ad tbiI MCtian
~'l'EMEIftS OF GDa:lw.LyAVAIJ.4Bt I TaMs.-

(1) IN GENEIW.-a\ JWl caperUiDc campa)' may prepare
anel file with a State """",juj.: a statemeat of the terms and
coDditicma that such awn""1 ....ally cdr.. within that
State to campi)' with the nqaiNnMat:l of MCticm 251 aDd the
replatioDl tbereuDdc .. the '!tada" applicable UDder
thia aecWm.

(2) STATE COlOfJsje'QH avaw.-A State cmnmi-mon may
DOt appro.. aucb mtement alee such ltatement complies
with lUblection (el) oftbil ee:tiaa acl MCtioD 251 and the re,
ulaticma thereuDder. Ezcept u prnidecl in IediQD 253, nothing
in thiI aec:tion aba11 pnbibit a State c:ommj-on from estab
U.bjnr or eDforciDc ather NqUhWLGt& of State law in its re
view of such statemeDt, inc:luctinC requiriDc compliaDce with
intrutate telecomm,mj,..tiau -.nice quality ataDdard.s or re
~.

(3) SCHDtn.E PO& .'aw.-The State eammiuion to
which a statemeDt is .Ibmittecl abal1, DOt later than 60 days
after the date of mchlUhmieaMm-

CA) CDlDplet.e tM ,.view atReb ltatameDt UDder para
paph (2) (iDdudiIIc 11II7 NCIID8ideratiaD tbeNaf), UDleu
tMlUbmittiDc curier ... to sion of the period
far mch t.,ie", or

(B) permit ncb .......t t.o tab efFect.
(,,) AtJTHOJUft TO COIft'INO& .vaw.--Panpapb (3) ahall

DOt pnclude the State cammi-ian fraID caDtiDum, to review
a atatemat that baa be. pmaitteci t.o taka dect UDder sub
parqraph (B) of aw:b~ or from apprcmq or diI-
appro,~ IUCh atatemellt uaa.r-puqraph (2). .

(5) DUIT TO NBGOTJA1S NOT .AliBC..'1'&D.-'l'he submj'lion or
~ or a stateme:at UDder tbia IUbMcticm Ihall DOt relieve
a operatiDc compa)' fJI it:I dut1 to ncotWe the terma and

>conditiOI1l of an qrwment UDder MICtion 251.



(g) CONSOLIDATION OF' STATE PROCEEDINCS.-Where not incon
sistent with the requirements of this At:t. a State commission may,
to the e%tent practical, consoliciate proceedinp under sections
214<e). 251m, 253, and this section in order to reduce administra
tive burdens on telecommunications carriers, other parties to the
proceedings, and the State commission in carryinc out its respon
sibilities under this Act.

(h) FILINC REQt1IRED.-A State commission shall make a copy
of each agreement appl'0geCi under subMCtion (e) and each state
ment approved under suhaection (n available for public inspection
and copym, within 10 days after the qreement or statement is ap
proved. The State commiuion may charp a reasonable and non
diKriminatory fee to the parties to the qreement or to the party
fi.1iDI. the statement to C09V the coati or apploviDI and filinI such
qreement or statement.

(i) AVAILABJLl'l'Y TO 0'rHE1l1'ELEcolOrUN1cATIONS CAJUUDS.
A local ezchanp carrier aba11 make available my interconnection,
..mce, or DetWork element provided UDder an qreement approved
under this leCtion to which it is a party to any other requesting
telecommUDicatioELI carrier upon the same terms and conditions as
tboM provided in- the qreement.

(j) DEnNmON OF lNe:tJMBENr LocAL ExCHANGE CAJUUEJL-For
pU1'pOMS of this HCticm. the term~t local ezchange car
rier" baa the meening provided in Met.ion 2S1(h).
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IN THE UNITED STATES COURT OF APPEALS
FOR THE EIGHTH CIRCUIT

GTE Service Corpora~ion, GTE Alaska
Incorporated, GTE Arkansas Incorporated,
GTE California Incorporated, GTE Florida
Incorporated, GTE Midwest Incorporated,
GTE South Incorporated, GTE Southwest
Incorporated, GTE North Incorporated,
GTE Northwest Incorporated, GTE Hawaiian
Telephone Company Incorporated, GTE West
Coast Incorporated, Contel of California, Inc.,
Contel of Minnesota, Inc. and Contel of the
South, Inc.

Petitioners,

v.

Federal Communications Commission and
United States of America,

Respondents.

)
)
)

)
) Case No. ----
) (DC Circuit Case No. 96-1319)
) (Consolidated with Case No. 96-3321)
)
)
)
)
)
)
)
)
)
)
)
)
)
)

SUPPLEMENTAL AFFIDAVII OF DENNIS B. TRIMBLE

STAIE OF TEXAS §
§

COUNTY OF DALLAS §

Dennis B. Trimble, beiIlg duly sworn according to law, states as follows:

1. My name is Dennis B. Trimble and I am the Assistant Vice President - Marketing

Service (Acting) for GTE Telephone Operations ("GTE" or "the Company"). In that capacity I



2

am responsible for, among other maners, analyzing the demand characteristics of GTE's

regulated product offerings and developing costs, prices and associated tariff filings for all of

GTE's regulated services, inclusive of tariff filing activity with the FCC.

2. I have over 20 years experience with GTE. During this time I have held various

positions throughout the Company, almost all related to demand analysis, market research,

forecasting, and/or the pricing of regulated telecommunication services. I have a B.A. in

Business (1970) and an M.B.A. (1973) both from Washington State University. In 1972, I

became an Assistant Professor at the University of Idaho, where I taught courses in statistics,

operations research and decision theory. From 1973 through 1976, I completed course work

toward a Ph.D. degree in Business at the University of Washington, majoring in quantitative

methods with minors in computer science, research methods, and economics.

3. I have reviewed in detail the Federal Communications Commission's ("FCC")

First Report and Order in CC Docket No. 96-98 which was issued on August 8, 1996. Among

other things, the First Report and Order establishes (at 1111 789-827) default proxy ceiling prices

that are to be used after an arbitration proceeding as the price for unbundled network elements

unless a state regulatory agency has completed its review of studies that comport to the FCC's

prescribed, new costing methodology.

4. I previously provide~ an affidavit (Original Trimble AffidaVit) that was attached

to the Joint Motion of GTE Corporation and the Southern New England Telephone Company for

Stay Pending Judicial Review filed with the FCC ("GTFJSNET FCC Motion"). The Original

Trimble Affidavit had two main purposes: (i) to describe the GTE cost studies submitted in a
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Florida Public Service Commission (OIFPSCOI) proceeding that were used by the FCC in

developing a proxy for the outcome of a study conducted according to its new cost methodology;

and (ii) to compare the forward-looking cost studies typically prepared by GTE with the new,

forward-looking costing methodology required by the First Report and Order. To recap that

discussion, GTE's forward-looking cost studies use a Total Service Long Run Incremental Cost

("TSLRIC") methodology. The First Report and Order requires use (at 1111 672-703) of a

methodology the FCC calls Total Element Long Run Incremental Cost ("TELRIC"). The

primary difference lies in the allocation of common costs that cannot be directly assigned to a

particular service or network element. GTE's methodology would assign all common costs to

various services d~ng the pricing process, using a metho<i based on the market-allowed

contribution levels. The FCC's methodology assigns as much of the common costs as possible to

each network element if there is any possible reasonable relationship that can be used for

assignment. For the remaining costs for which a reasonable relationship simply does not exist

(e.g., the company president's salary), the First Report and Order describes (at 1l~ 694-699) a

pricing development procedure using "reasonable" allocation methodologies (e.g., uniform

percent markup).

- 5. The Original Trimble Affidavit demonstrated that the FCC's reliance upon the

GTE Florida study output as a reasgnable approximation of the cost estimates that would be

produced by a study conducted using the new FCC methodology was flawed. It further showed

that the result of a cost study based on the FCC methodology will be higher than that of the GTE
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study because a greater amount of common costs are assigned in the costing process, rather than

in the pricing process. Yet inexplicably, the FCC's proxy price ceilings are set substantially

lower than either the purely incremental costs produced by GTE's methodology (that do not

. include common costs), or those incremental costs adopted by the FPSC that allowed a very

small allocation of common costs.

6. The three purposes of this supplemental affidavit are: (i) to discuss the serious

flaws in the FCC's loop proxy price development process; (ii) to compare the results of cost

studies prepared using the FCC's prescribed methodology that GTE has completed during the

. period following the filing of the GTEISNET FCC Motion with the FCC's mandatory proxy price

ceilings; and (iii) to compare the revenues that would be obtained using the FCC's proxy prices

from an average r.esidence or business servIce in GTE's California service area to both the

revenues generated from elements priced at TELRIC and to current average per line revenues.

As the attached Exhibits 1and 2 demonstrate, when GTE adheres to the FCC's prescribed costing

methodology, the costs that result are much higher than the mandatory proxy ceiling prices.

Specifically, GTE's loop~ average at least 50 percent lari,Cl' than the FCC's ceiling~. As

described following, this result is not startling because the FCC based its state\\ide average loop

proxy price calculations on inputs that do not represent actual statewide average loop costs.

GTE's unbundled end office switchil!g~ average at least two-and-a-halftimes the FCC's

price ceiling of$0.004 per minute, even when all possible switching features and functions are

not included. Moreover, as Exhibit 3 shows, when GTE compares the revenues that would be
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obtained from the FCC's proxy prices to either the revenues from elements priced at the

TELRlCs computed by GTE or to current revenues per line, it is clear that a large gap exists. It

is also obvious that the effective discount from the equivalent retail service price using the FCC

proxy prices is much larger than the discount ceiling established by the FCC for resold services.

7. The First Report and Order specified (at ~ 744) that the rate for unbundled local

loops be a flat, per-month charge. Further, the FCC specified (at ~ 794, Appendix D) the

statewide average ceiling price that a state regulatory agency could adopt in an arbitration

proceeding unless the state commission had completed its review of cost studies that comport to

the FCC methodology.

8. The FCC's derivation of loop proxy prices is seriously flawed and cannot in any

way be portrayed as representative of GTE's loop costs. The FCC used three sets of 6 numbers

(or 18 numbers in total) to calculate the loop proxy price. EiIst the FCC used the loop prices

adopted by 6 state commissions (Colorado, Connecticut, Florida, Illinois, Michigan, Oregon).

GTE does not operate in two of those states, and the state agency decisions in three of the fo~

other states involved only the regional Bell Operating Company ("BOC"). The FCC's use of

prices developed for BOC serving areas is surprising on its face, because the First Report and

Order (at n.1877) recognized that there "is a strong (negative) correlation between population

density and the loop costs." (This simply means that the higher the population density, the lower
<

the cost, and the lower the population density, the higher the cost.) Because BOC serving areas

are far more densely populated that GTE's serving areas, this alone seriously understates the
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proxy price that would be representative for GTE. Moreover, the involved state commissions did

not rely upon cost study methodologies that were anywhere close to the FCC's prescribed

methodology.

9. Second, the FCC used the results of two cost models, the Benchmark Cost Model

(SCM) and the Hatfield 2.2 model for the same 6 states. This is also surprising because the First

Report and Order admits (at ~ 835) that both of these models "were submitted too late in this

proceeding for the Commission and parties to evaluate them fully." And, GTE's preliminary

evaluations of each model reveals that both systematically produce absurdly low cost estimates.

The SCM model does not contain the service drop (the wire from the end of the cable to the

customer premises) or other vital loop cost components (e:g., cross-connects, splice pedestal

terminals, splicing). GTE has already described the numerous shortcomings of the Hatfield 2.2

model, including the fact that it understates loop costs by at least $8 per loop. (See First Report

and Order at ~ 831)

10. I1li1l1, the FCC used these 18 numbers in an extremely simplistic calculation

methodology. It calculated a proxy price by averaging the results of two calculations for each

state and increasing that average by 5 percent. The two calculations were the result of

multiplying the SCM and Hatfield 2.2 cost estimates by a so-called "scaling factor." The

"scaling factor" was derived by dividing the simple average of the 6 state commission prices by

the sum of the average of the SCM and the Hatfield 2.2 estimates for the same 6 states.
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Mathematically, this is expressed as:

Proxy Price Slate i = «Proxy Price BCM for Slate i + Proxy Price Hatfield 2.2 for swe i) divided by 2)

times 1.05, where

Proxy Price BCM for statc i = (aCM estimate for state i) times «average of 6 state

prices) divided by (average of 6 state BCM estimates)), and

Proxy Price Hatficld 2.2 for Stltc i = (Hatfield 2.2 estimate for state i) times «average of 6

state prices) divided by (average of 6 state Hatfield 2.2 estimates)).

11. Because the state commission prices were not representative of statewide

averages, and were in fact based predominately on aoc data. the FCC clearly erred in relying

upon those prices to compute statewide average proxy prices. Further, because both the BCM

and Hatfield 2.2 models are fundamentally flawed and have not been rigorously review by the

. FCC or by the parties subjected to the results ofcalculations based upon those models, the FCC

clearly erred in relying upon those cost estimates.

12. GTE's TELRIC cost studies are based upon the methodology prescribed by the

First Report and Order (at" 672·702). GTE first calculated the direct forward-looking cost·of

each network element. GTE then detennined the common costs that could not be attributed to

any particular element or sub-group of elements. According to the FCC's methodology, these

latter costs are to be allocated to all. network elements during the pricing process.

13. Exhibit 1 shows the results of the GTE cost studies for loops in several states

where GTE serves a large number of customers. The cost developed using a TELRIC
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methodology averages 50 percent lar~er than the FCC's proxy ceiling price. This difference

clearly supports my conclusion in the Original Trimble Affidavit (at 1f 9-14) that the FCC's loop

proxy price is arbitrary and inappropriate because it is based upon a mixture of cost estimates for

only the bare incremental cost of a loop, rather than being based upon a TELRlC methodology.

Further, to assure a proper comparison, neither the proxy price nor the GTE TELRlC results

described above include m allocation of common costs as the FCC's own cost methodology

requires. Exhibit 2 also shows a comparison of the FCC proxy prices with the output of a new

version of the BCM, called BCM II. The BCM II was developed in response to various

criticisms of the BCM. Thus, BCM II should be more reflective offorward-looking loop costs

than BCM. In the ten GTE serving areas, the BCM II estimates are more than double the proxy

prices. This result also supports my conclusion that the FCC's loop proxy prices are woefully

low.

14. The First Report and Order specified (at 4ft 412) that the unbundled local

switching network element is to include not only line-ta-line and line-to-trunk "basic switching,"

but also all of the features, functions, and capabilities, such as a telephone nwnber, directory

listing, dial tone, signaling, and access to 911, operator services and directory assistance, all

vertical features including custom calling and CLASS features, Centrex, and any technically

feasible customized routing functio~. The unbundled local switching rate structure is required

to include "a combination of a flat-rated charge for line ports, which are dedicated to a single

new entrant, and either a flat-rate or per-minute usage charge for the switching matrix and for

trunk ports, which constitute shared facilities, best reflects the way costs for unbundled local
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switching are incurred." Id. at ~ 810. Unless a state regulatory agency has completed its review

of cost studies that comport with the FCC's costing methodology, state agencies are required (fd.

at ~ 815) to set the rate for unbundled local switching "so that the sum of the flat-rated charge for

line ports and the product of the projected minutes of use per port and the usage-sensitive charges

for switching and trunk ports, all divided by the projected minutes of use, does not exceed 0.4

cents ($0.004) per minute of use and is not lower than 0.2 cents ($0.002) per minute of use."

15. Exhibit 2 compares the FCC's proxy price for unbundled local switching to the

results of cost studies prepared by GTE using the FCC's TELRIC methodology. Shown are

GTE's cost estimates for three end office switching cost elements for a number of states where

GTE serves a large number of customers. Those elements 'are: (i) a per minute cost to switch a

call; (ii) a per line per month cost for the non-usage sensitive components ofa switch (e.g., line

card); and (iii) a per line per month cost for a representative feature package. The cost element

of a per line, per month cost for the feature package was chosen to comply with the FCC's

mandate that a rate structure recover costs "in a manner that efficiently apportions costs among

users." First Report and Order at ~ 755. It is Ra important to note that the feature package

selected for illustrative purposes does nQ1 include all of the features, functions and capabilities

that a switch may be capable of providing. The package selected includes only many of the most

commonly used features (e.g., Call "{aiting, Emergency Bureau Access, Speed Calling, Time of

Day Routing). Also not included in any of the three cost estimates in Exhibit 2 are the costs

associated with a directory listing or the more esoteric switch features such as customized routing
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and Meet-Me Conference Bridging. The feature package used in calculating the cost for two

states shown in Exhibit 2, Ohio and Wisconsin, did include additional, more advanced features,

just to show the potential cost impact on a per minute basis.

16. To provide a logical comparison, GTE converted the two per line, per month cost

elements into an equivalent per minute cost by dividing by the average switched minutes of use

per month, including minutes associated with both local and long distance calls. The result of

this calculation is a composite TELRIC per minute cost that is three-and-a halftimes the FCC's

~ price ceiling of $0.004, even when ignoring the two states with feature packages that

include extraordinary features. These results confirm my conclusion in the Original Trimble

Affidavit (at ~1r 17-20) that the FCC's local switching proxy price Vw"aS based upon information

that estimated the incremental cost of line-to-line or line-tc-trunk basic switching, but did not, as

. the FCC's O\lw1l methodology requires,. include either the costs related to other switch features and

functions, or common costs.

17. Exhibit 3 compares the FCC's proxy price for a combination of unbundled local

switching and an unbundled local loop (i.e., the reassembled equivalent oflocal service) to both

the results of a GTE California ("GTEC") TELRIC study, and to current average revenues per

line inCalifomia. To prepare this comparison, GTE derived the average monthly usage per line,

including local and toll minutes of use, for an average of residence and business lines. This

average number of minutes was multiplied by the FCC's proxy price ceiling of $0.004 per

minute, and that switched usage ·revenue amount was added to the flat rate components that

would also be needed to comprise reassembled local service (i.e., a local loop and a Network
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Interface Device, or "NID"). GTE also derived the current revenues per line for an average of

California residence and business lines, including flat rate local charges, local and toll usage

charges, and vertical feature charges. \\'hen the unbundled network elements of switching. a

loop and a NID are combined to replicate local service, the revenues from those elements when

priced at the FCC's proxy rates are approximately hgJ.f of GTEC's TELRlC for the combined

service (Exhibit 3. $18.88 compared to $36.35 per month). This comparison of price to cost

understates the shortfall, because by definition TELRlC does not include an allocation of

common costs. Further, the FCC's proxy prices would provide new entrants with approximately

a 60 percent discount off GTEC's current average retail revenue per line in California (Exhibit 3.

$18.88 compared to $46.31 per month). Clearly neither the FCC proxy price nor the TELRIC

methodology come anywhere close to providing revenues that cover GTE's cost of providing

service.

18. Moreover, the 60 percent discount that results from the FCC proxy price cannot

be squared with the FCC's interim wholesale rates. Section 51.611 of the FCC's roles requires.

that resale discounts should be "no more than 25 percent." Thus, the FCC's proposed

requirements for its two pricing mechanisms (resale and unbundling) are totally inconsistent.

The potential discount is significantly below the Company's costs and would result in GTE

subsidizing competitive entry.

19. Based upon myreview of the FCC's First Report and Order and the results of

studies GTE has conducted using the FCC's own costing methodology, I am convinced that the

FCC's proxy price ceilings for unbundled loops and local switching are significantly below the
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cost of providing those network elements, and in absolute conflict with §§ 51.319(c)(1)(C),

51.503 and 51.505 of the FCC's rules.

The affiant says nothing further.

Dennis B. Trimble

Subscribed and sworn to
before me this 15th day of
September, 1996.

Notary Public
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Exhibit 1

LOOPS

FCC LOOP GTE's
PROXY TELRIC RATIO: RATIO:

CEILING UNBUNDLED PROXY PRICE BCM II PROXY PRICE
-STATE I PRICE LOOP TO TELRIC COST * TO BCM II

. (a) (b) (c =b I a) ___j~__________ {f.::~J~L ___--- .--------_. - .__ .. _--. ----._"

California $11.10 $23.09 2.08 $21.56 1.94
Florida $13.68 $21.94 1.60 $25.44 1.86
Hawaii $15.27 $18.66 1.22 $25.72 1.68

Illinois $13.12 $22.82 1.74 $34.43 2.62

Michigan $15.27 $19.54 1.28 $37.00 2.42

Ohio $15.73 $20.28 1.29 $36.00 2.29

Pennsylvania $12.30 $19.04 1.55 $29.07 2.36

Texas $15.49 $22.46 1.45 $28.98 1.87

Washington $13.37 $22.20 1.66 $28.23 2.11

Wisconsin $15.94 $19.15 1.20 $39.05 2.45

* GTE analysis indicates that the BCM II default assumptions cause its resulting loop cost
to be understated by as much as $5 to'$10 per loop, depending on the state.
For example, the default assumptions for conduit and drop wire installation costs are
much lower than a contract GTE had with Lucent Technologies for those activities.
Note also that BCM II indl:.ldes an allocation of common costs.
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END OFFICE SWITCHING

Exhibit 2

COMPOSITE RATIO:
TELRIC TELRIC TELRIC TELRIC TELRIC

PER PER FEATURE PER TO FCC $0.004
STATE I MINUTE PORT PACKAGE MINUTE UPPER BOUND.

(a) (b) (c) (d = a + ((b + c) (e=d/$0.004)

---- ---------- - ___ 0 _______._- _ •• __ •• __ ._'.!v10UJL .._____.____.__... "_'" .....

California 0.0034840 $4.63 $2.61 $0.0107 2.68
Florida 0.0033592 $4.51 $6.90 $0.0179 4.47
Hawaii 0.0073493 $5.22 $6.69 $0.0244 6.09
Illinois 0.0041515 $3.78 ·$2.02 $0.0106 2.65
Michigan 0.0031419 $3.63 $4.06 $0.0119 2.99
Ohio * 0.0030980 $4.46 $15.29 $0.0262 6.54
Pennsylvania 0.0027488 $4.79 $2.39 $0.0120 2.99

Texas 0.0035126 $4.39 $4.90 $0.0147 3.68

Washington 0.0034332 $3.15 $2.08 $0.0096 2.40
Wisconsin * 0.0028151 $4.58 $10.04 $0.0208 5.21

* Nonstandard feature packages


